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ABSTRACT 
For most developing countries an important reason why political leaders spend millions of dollars to travel the 
world over to woo investors to their countries is the need to create jobs and boost the economy. This paper 
sought to explore the extent of heterogeneity of FDI in Ghana. Using economic data from selected institutions 
in Ghana, we noted a polarization of the FDI distribution with regards to regional distribution. The mean 
difference between FDI inflow from the Manufacturing industry is -.083 less than from the extractive industry 
and is statistically significant (Sig value is .998>.05). Similarly, the FDI from the manufacturing industry 
contributes to FDI in Ghana .533 times less than companies in Service industry and this is also statistically 
significant (Sig value is .882>0.05). We note that currently FDI inflow from all countries or all sources are 
positively skewed towards the middle belt and coastal regions relative to the three northern region. Several 
reasons explain this geographic polarization of FDI. First of all, the early economic reform was focused on the 
coastal areas such as Tema, Accra and Takoradi where Special Economic Zones, Development Zones, 
Economic and Technology Development Zones were gradually opened to foreign investors 
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INTRODUCTION 
 
For most developing countries an important reason 
why political leaders spend millions of dollars to 
travel the world over to woo investors to their 
countries is the need to create jobs and boost the 
economy (Conconi, et al, 2015). Most FDIs are large 
corporations with huge capital and other resources. 
When they come into the local country they provide 
employment opportunities of a large number of 
people that may have struggled for few jobs available 
in the local market. This reduces the unemployment 
burden of most developing countries (Amdam, et al, 
2015). For example according to Amdam, et al (2015) 
FDI proportion of total employment in Africa is 39% 
and accounts for nearly 34% in South East Asia. 
Moreover as foreign direct investments create new 
job opportunities, and as investors build new 
companies in the destination countries, the new 
opportunities they create leads to increased  
 
 
 
individual income and purchasing power of the local 
people. This eventually leads to economic growth 
(Haberly & Wójcik, 2015). A common advantage 
that FDIs bring to their destination country is 
resource transfer. According to Porter (2008) and 
classical economic theorists, resources are not evenly 
distributed across countries. While Mexico does not 
have the technology to produce automobile relative 
to the US, it has a cheaper base of human resources 
to do so compared to the US. US companies can 
transfer their technology to set up automobile 
companies in Mexico due to lower cost of labour and 
other FDI incentives and export them back to the US 
(because of favourable terms under NAFTA) 
(Mastromarco, et al, 2015). In this case FDIs helps 
countries to become net exporters as opposed to net 
importers. Another important advantage of FDIs is 
the extent to which they contribute to human capital 
development in destination countries. Large FDIs 
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have well trained and developed human capital 
resources as opposed to domestic countries (Kahouli 
& Maktouf, 2015).  
 
When they come into the local country they help to 
train these local employees and share their 
experiences with them. This can help to stimulate a 
new competencies and specialized skills to support 
innovation and high productivity. According to 
Alfaro, et al (2008) a major advantage of FDIs is its 
role in stimulating trade among nations. Because 
companies become physically present in other 
countries, they are able to facilitate trading of their 
products and services and identify the right partners 
for their development. This enhances trade between 
the local country and the foreign country (Meyer, 
2015). Moreover with the physical presence of the 
FDIs in domestic markets, they are able to identify 
and explore other ancillary and new areas where they 
can collaborate or explore to broaden the frontier of 
business they have in the company. The funds that 
accrue to FDI are expatriated back into their 
domestic market and this helps to correct potential 
balance of payments deficits that may occur from 
other trade relations. However, there is also an 
emerging debate as to the extent to which the 
benefits can accrue to the country. Some researchers 
think that the more heterogeneous an FDI is the 
better it facilitates the above benefits while others 
disagree. This paper seeks to explore the extent of 
heterogeneity of FDI in Ghana. The SPSS software 
will be used to analyse the relationship between the 
dependent variables and the independent variables.  
The interest was to construct appropriate linear 
regression analysis to determine the level of impact 
of each of the identified independent variables. This 
helped to identify which of them has high impact and 
lower impact on economic growth as well as their 
direction of impact. 
The objective of this chapter is to present and 
analysis of the data that has been collected from the 
various sources in order to answer the key research 
question in this study.  The chapter is divided into 
three main sections with the first section focusing on 
the analysis of FDI heterogeneity and distribution 
across Ghana. The next sector looks at the 
differences in distribution while the last section 
evaluates the effect of FDI on economic growth.  
 
Figure 1: FDI Growth Rate Ghana 
 
 
 
 
 
The information in figure 1 presents the growth trend 
in foreign direct investments to Ghana between 1990 
and 2015. Typical of most trends observed in 
developing economies, the analysis shows that FDI 
inflow into Ghana reached its highest in the early 
part of the year 2003 where it increased by over 100 
percent of the previous years. However this trend 
was not sustained and the subsequent graduate 
decline lead to a negative inflow in 2009. While 
considerable effort has been made to stimulate FDI 
since 2012 and 2013, the overall improvement as at 
the end of 2015 is negative. 
RESULTS  
 
 
 
 
 
 
 
Figure 2: FDI Inflow from Different Regions to 
Ghana 
The country of origin of FDI to Ghana is very 
important because it gives an idea about the sources 
of economic backbone of the nation. Specifically the 
analysis shows that countries in Asia top the chart of 
foreign direct investment into Ghana between 2012 
and 2014. This is followed by countries in the EU, 
North America and the transition economies such as 
Brazil and Russia. The least of the FDI comes from 
African itself.  This information is important as it 
helps to understand the potential external influences 
that can play a role in shaping the future of FDI 
development in Ghana.  
For example economic crisis in destination countries 
can have negative effect on FDI inflow as was the 
case of the Asian economic crisis in 2015 and the 
Eurozone debt crisis. The analysis is conducted based 
on data from the Ghana Investment Promotion 
Council and are categorized as FDI from the 
European Union, China, Africa and the Rest of the 
World. In table 1, the analysis of variance suggests 
that there is a significant difference between the FDI 
from the four regions. Further tests showed a 
significant value of 0.381 which is greater than the 
0.05 confidence interval.  
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Table 1: Post-Hoc Multiple Comparison Test of 
Differences in the Country of Origin of FDI 
Inflow in Ghana 
 
On the other hand, a post hoc multiple comparisons 
test showed that differences between the sources of 
FDI to Ghana as follows; Firstly the mean difference 
between FDI inflow from  China is -.083 less than 
from the European Union and is statistically 
significant (Sig value is .998>.05). However, China 
contributes to FDI in Ghana .533 times more than 
companies in Africa and this is statistically 
significant (Sig value is .882>0.05). In addition the 
table shows that FDI from China is .300 less than 
those from the rest of the world and this is 
statistically significant (Sig value is .530>0.05). This 
analysis shows that while Chinese FDI inflow into 
Ghana is behind those of the European Union and the 
Rest of the World Together, it is far in excess of 
those which come from companies of African origin. 
The second part discusses the relationship between 
FDI in-flow to Ghana by companies in the European 
Union relative those from Africa and the Rest of the 
World. Predictably the information shows that the 
inflows from the European Union are .333 times 
higher than those from Africa whereas those from the 
rest of the world apart from China are .300 behind. 
All of these are statistically significant at 95% 
confidence interval 
 
Table 2: Descriptive Statistics of Distribution of 
FDI Sectors across Ghana 
 
Table 1 shows the geographical spread and industry 
of FDIs in hundreds. Industries are classified as 
manufacturing, extractive, construction or service 
whereas the country is divided into the northern 
sector, the middle belt and the southern sector. This 
information is necessary as it gives an overview of 
the equality in terms of distribution of FDI and the 
likelihood of an even development of the nation 
based on the positive effects of the FDI. The southern 
sector entails the Greater Accra Region, the Volta 
Region, the Central Region and the Western Region 
all of which lies along the coastal belt. On the other 
hand the middle belt embraces the Eastern Region, 
the Ashanti Region and the Brong Ahafo Region 
whereas northern region, Upper East Region and 
Upper West Region make up the northern sector of 
the country.  
In table 2, the results of the descriptive analysis show 
that the distribution of industries is skewed towards 
the Southern sector relative to the middle belt and the 
Northern Sector. This difference is confirmed by the 
Pearson Chi-square test of Independence in table 2 
and in this case the value obtained is 5.760 with 
degree of freedom 1. The P-value = 0.0016 which is 
less than 0.05.  
Figure 3: Industrial Distribution of FDI inflow in 
Ghana 
 
 
The heterogeneity of FDI is also demonstrated in 
terms of the sectors from where FDI flow is 
concentrated. Even though figure 4 shows that FDI 
inflow is to many different industries, those that 
stands out apart from the agricultural sector are the 
manufacturing, service, construction and minding or 
extractive. In this particular case the objective is to 
explore the specific industry where most of the FDI 
inflows into Ghana are concentrated.  
With this information is possible to determine the 
future growth pattern of the country regarding the 
areas where most of the benefits of the FDI such as 
employment and growth will be concentrated and 
how the country can take advantage of it. It can also 
be a major tool to understand the trends and how FDI 
can be attracted to other sectors in order to leverage 
development by policy makers. Based on the extract 
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of the analysis of variance, it is noted that there is a 
statistical difference between the FDI from the four 
shortlisted sectors or industries. This is because the p 
value of .111 is greater than the 0.05 confidence 
interval.   
 
Table 3: Post-Hoc Multiple Comparison Test of 
Differences in the Industrial Distribution of FDI 
inflow in Ghana 
 
When it comes to the analysis of the post hoc 
multiple comparisons test, one can observe the 
differences between the industry groupings of the 
FDI as far as sales volume is concerned. In the first 
place the data shows that the mean difference 
between FDI inflow from the Manufacturing industry 
is -.083 less than from the extractive industry and is 
statistically significant (Sig value is .998>.05). 
Similarly, the FDI from the manufacturing industry 
contributes to FDI in Ghana .533 times less than 
companies in Service industry and this is also 
statistically significant (Sig value is .882>0.05). In 
the same regard, the table shows that FDI from the 
manufacturing sector is .300 less than those from the 
Construction sector and this is also statistically 
significant (Sig value is .530>0.05).  
This analysis shows that FDI from the manufacturing 
sector in Ghana is less than the volume of output of 
FDI from the extractive sector, the service sector and 
the construction sector. This gives an idea about the 
fact that the amount of manufacturing that is being 
done by FDI in Ghana is not enough.  This has a 
direct influence on trade and development as the 
manufacturing sector is said to be the engine of 
economic growth than the service industry. 
 
Conclusion and Policy Implication 
Heterogeneity of FDI in is the next issue which was 
addressed in the research and refers to the extent to 
which differences exist in the different aspects of 
sector of FDI inflow into Ghana. With this 
information is possible to determine the future 
growth pattern of the country regarding the areas 
where most of the benefits of the FDI such as 
employment and growth will be concentrated and 
how the country can take advantage of it. It can also 
be a major tool to understand the trends and how FDI 
can be attracted to other sectors in order to leverage 
development by policy makers. Based on the extract 
of the analysis of variance, it is noted that there is s 
statistical difference between the FDI from the four 
shortlisted sectors or industries.  
This is because the p value of .111 is greater than the 
0.05 confidence interval. The post hoc multiple 
comparisons test showed differences between the 
industry groupings of the FDI as far as sales volume 
is concerned. In the literature review, it was asserted 
that each of the FDI Industries has had challenges 
over the last years that can affect its future 
development. For example it was asserted that most 
of the FDIs in the extractive industry were companies 
with controlling interest that were sold to outside 
block holders. For this reason they have a higher 
capacity to raise the performance of the firm but tight 
contractual restriction and other restrictions 
incorporated into contracts can sometimes inhibit the 
realization of this dream. 
 Also in FDIs in the construction sector also have 
highly dispersed ownership structure. This may 
affect the extent to which one can get decision 
makers to make rapid decisions and can negatively 
affect performance. The analysis of information in 
this research has proven that irrespective of the 
challenges which faced by the different FDI 
industries each of them yield positive results in terms 
of labour productivity. The analysis also suggests a 
polarization of the FDI distribution with regards to 
regional distribution. It is fair to suggest that 
currently FDI inflow from all countries or all sources 
are positively skewed towards the middle belt and 
coastal regions relative to the three northern region. 
Several reasons explain this geographic polarization 
of FDI. First of all, the early economic reform was 
focused on the coastal areas such as Tema, Accra and 
Takoradi where Special Economic Zones, 
Development Zones, Economic and Technology 
Development Zones were gradually opened to 
foreign investors.  
All of them were given preferential policies to attract 
foreign capital and promote exports. From the mid 
1990s, the economic development policy of the 
country extended northward to the Ashanti Region 
with moderate gains made in the Brong Ahafo and 
the Eastern Regions in particular. It is gain saying 
that the strongest source of FDI in the middle belt has 
been the extractive industry where gold has been 
mined in several areas such as Obuasi, Konongo, 
Prestea, Tarkwa, Kibi, etc.  
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Only in the early 2000s were northern areas opened 
up to foreign investment. In the late 1990s, the 
Ghanaian government announced other regional 
Development Programme, aiming to restore balance 
to regional development, and decided to implement 
preferential policies to attract more FDI to the 
northern part, such as Savannah Accelerated 
Development Agenda (SADA). This has helped 
places such as coastal part of the western region to 
accelerate its economic growth but failed to narrow 
the gaps between its growth and foreign investment, 
and those of the Eastern region. In fact, preferential 
policies have only been one of the advantages that 
the Eastern region offered to foreign investors. The 
Eastern region also has a moderate amount of 
economic resources which give it comparative 
advantages over the Central and Volta regions: 
geographic proximity to international markets, better 
transport infrastructures, and higher skilled labour 
has been the main source of economic strength of the 
greater Accra region.  
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